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SUBJECT: NATIONAL ASSEMBLY ACTS ON ECONOMIC SITUATION 
REF: (A) DAKAR 5187, (B) DAKAR 5636 (NOTAL) 

1 . FULL MAGNITUDE OF SENEGAL'S ECONOMIC CRISIS IN WAKE OF 1977'S 
DROUGHT WAS REVEALED IN SPECIAL SESSION OF THE NATIONAL ASSEMBLY 
AUGUST 7-11. SESSION WAS CALLED FOR SPECIFIC PURPOSE OF 
ENACTING 14 LAWS AIMED AT INCREASING GOVERNMENT REVENUES TO 
HEAD OFF BUDGETARY CASH FLOW DIFFICULTIES FORESEEN IN SEPTEMBER 
AND OCTOBER. (REF A) CHRISTIAN VALENTIN, CHAIRMAN OF ASSEMBLY'S 
COMMITTEE ON ECONOMIC AFFAIRS, PROVIDED FOLLOWING GRIM STATISTICS 
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IN HIS AUGUST 11 SPEECH TO THE SESSION: 

-ONLY 300,000 TONS OF PEANUTS WERE COMMERCIALIZED 
(CRUSHED INTO OIL OR OTHERWISE PROCESSED) DURING 
1977-78 AGRICULTURAL CAMPAIGN. THIS IS LOWEST 
TOTAL SINCE 1947. 

-SENEGAL'S TRADE BALANCE IS EXPECTED TO SHOW DEFICIT 
OF CFA 80 BILLION ($370 MILLION) FOR 1978. IN 1977 
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DEFICIT WAS $178 MILLION. 

-BOTTOMLINE BALANCE OF PAYMENTS DEFICIT IS PROJECTED 
AT CFA 24 BILLION ($1 10 MILLION), UP FROM $13 MILLION 
IN 1977. 

-GROSS DOMESTIC PRODUCT IS EXPECTED TO DECLINE TEN 
PERCENT IN CURRENT DOLLARS. FACTORING IN INFLATION 
DECREASE WOULD BE NEARER 20 PERCENT. 

2. THE 14 NEW LAWS INACTED INCLUDE IMPOSITION OF SALES TAXES 
ON RETAIL SALES OF GASOLINE WHICH RESULTS IN 25 PERCENT PRICE 
INCREASE TO CFA 120 ($.55) PER LITRE. ALTHOUGH DIESEL AND 
FUEL OILS ARE EXEMPT FROM THESE TAXES, THIS MOVE ALONE WILL 
PRODUCE AN ESTIMATED CFA 3.1 BILLION ($14.5 MILLION) IN 
REVENUE. OTHER STEPS TAKEN WERE TO INCREASE IMPORT DUTIES ON 
AUTOMOBILES. CANNED GOODS, HOME FURNISHINGS. AND ALCOHOLIC 
BEVERAGES. THESE MEASURES ARE GEARED TO DAMPEN DEMAND FOR 
IMPORTS. TO STIMULATE EXPORTS, LEGAL PROCEDURES FOR 
ESTABLISHING EXPORT ORIENTED FIRMS HAVE BEEN SIMPLIFIED. 

3. ANOTHER OF MEASURES ADOPTED WAS DECLARATION OF A NATIONAL 
"SOLIDARITY DAY" DURING WHICH SALARIED EMPLOYEES DONATE DAY'S 
PAY FOR REDISTRIBUTION TO RURAL POOR. THIS WOULD ACCOUNT 

FOR TRANSFER OF CFA 600 MILLION. 

4. EMBASSY COMMENT. VALENTIN'S SPEECH MARKS FIRST TIME 
SENEGAL'S CURRENT ECONOMIC CRISIS HAS BEEN PUBLICLY ASSESSED. 
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STATISTICS PRESENTED REVEAL SENEGAL'S WORST ECONOMIC PERFOR 
MANGE SINCE INDEPENDENCE. AS TO BALANCE OF PAYMENTS, WE SEE 
LITTLE CHANCE THAT NEW LEGISLATION ENACTED WILL CAUSE MUCH 
IMPROVEMENT. ITEMS ON WHICH DUTIES WERE RAISED HAVE RELATIVELY 
INELASTIC DEMAND AND WE FORESEE LITTLE IMPACT ON OVERALL 
MAGNITUDE OF IMPORTS. SOME RELIEF WILL BE PROVIDED BY 
STAB EX PROVISION OF THE LOME CONVENTION WHICH HAS ALREADY 
PLEDGED CFA 5 BILLION ($23 MILLION) TO HELP OFFSET LOSSES 
FROM REDUCED SALE OF GROUNDNUT PRODUCTS. PLENTY OF CREDIT ALSO 
REMAINS AT IMF. SENEGAL ALSO RETAINS OVERDRAFT RIGHTS WITHIN 
THE WEST AFRICAN MONETARY UNION AMOUNTING TO CFA 10 BILLION. 

IN SUM, SENEGAL SHOULD BE ABLE TO RIDE OUT CURRENT BALANCE 
OF PAYMENTS DIFFICULTIES. NEW MEASURES DESCRIBED ABOVE 
SHOULD. HOWEVER, HAVE FAVORABLE IMPACT ON PUBLIC FINANCE 
SITUATION. MAJOR PROBLEM WAS A PROJECTED SHORT TERM 
DEFICIT OF PERHAPS $20 MILLION THIS AUTUMN DURING WHICH GOS 
WOULD HAVE HAD DIFFICULT TIME MEETING PAYROLL EXPENSES. 
INCREASED TAXES ON GASOLINE WILL BE MAJOR FACTOR IN 
BOOSTING REVENUES. IT IS RUMORED THAT LOAN FROM FRANCE WILL 
COVER MUCH OF REMAINING DEFICIT. CURRENT SITUATION IS 
SIMILAR TO THE ONE SENEGAL FACED AFTER THE DROUGHT OF 1972 
AFTER WHICH GROSS DOMESTIC PRODUCT DROPPED CONSIDERABLY. 
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THAT DEFICIT WAS COMPLETELY ERASED BY NORMAL HARVEST IN 1973 
WHICH PULLED GDP UP BY MORE THAN 20 PERCENT. WE HOPE SAME 
SCENARIO CAN BE REPEATED. EARLY PATTERN OF RAINFALL IS 
EXCELLENT AND POINTS TO ABOVE NORMAL HARVEST. 

5. SEPTEL FOLLOWS ON POLITICAL ASPECTS OF ASSEMBLY SPECIAL 
SESSION. COPY OF VALENTIN'S SPEECH BEING POUCHED TO AFAV. 

GALANTO 
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